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The recovery in the EU economy continued in the second half of 1994. The Commission's 
autumn 1994 forecasts looked for EU GDP growth of 2'Λ% in 1994, with the prospect of 3% 
growth in 1995. One of the motors of the first stage of the recovery has been the rapid growth 
in exports. The expansion of investment is expected to underpin the next stages of recovery. 
In the second half of 1994, growth in industrial production was led by the capital & 
intermediate goods industries, stimulated by an increasing rate of capacity utilisation in 
industry. Growth in the consumer goods industry remained somewhat weaker. 
Consumer price inflation in the EU continued to decline. By October 1994, year on year 
inflation had declined to 3%, the lowest rate for seven and a half years. No doubt, one of the 
factors behind this has been the modest rate of inflation in EU producer prices, which grew by 
1.7% in the year to September 1994. 
In this issue, there are special articles on 
- the chemicals and man-made fibres industry 
- the rubber and plastics industries. 
The EU chemicals industry has overtaken the American one in terms of value of production in 
recent years, and is roughly double the size of the Japanese industry. It is one of the EU's 
major exporters, with exports of 59.2 billion ECU and a trade surplus of 23.0 billion ECU in 
1993. Output is estimated to have grown by over 6% in 1994 in value terms, partly reflecting 
higher prices for basic chemicals. Exports also grew rapidly in 1994. Pharmaceuticals, and 
soaps and detergents were the fastest growing sectors in the five years to 1994. 
Plastics now account for nearly 80% of the value of production of the rubber and plastics 
industry. Demand for plastics comes from packaging, building materials, electrical goods, 
automotive components and furniture markets, and remained quite resilient during the 
recession. The two major uses of rubber are in tyre production and industrial rubber products. 
Higher car sales in 1994 led to a modest recovery in rubber industry production though it was 
still below its 1992 level in value terms. 
Ph. Nanopoulos, 
Director, 
Business and energy statistics, R&D, and statistical methods directorate 1. MACROECONOMIC OVERVIEW 
- Strong recovery in the world economy continues 
- EU annual production growth 6.1% in September 1994 
- American economy continued to grow rapidly in 1994 
- US interest rates rose officially for the sixth time In mid-November 1994 
- Japanese trade surplus declined for the third consecutive month in October 1994 
- EU exports to Japan expanded by 33.6% in the year to October 1994 
• EU inflation at seven and a half year low, 3.0% in November 1904 MACROECONOMIC OVERVIEW 
The broad mass of economie statis-
tics released from the spring of 1994 
onwards point to the growing 
strength of the recovery in the World 
economy. The EU was no exception 
to this rule: with year-on-year growth 
of industrial output equal to 6.1% in 
September 1994. Further evidence of 
the recovery was provided by the 
Commission services' "Business and 
Consumer survey" for November 
1994, which reported that there was a 
large increase in EU industrial confi-
dence and that capacity utilisation 
levels were improving too. 
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Inflationary pressure in Europe con-
tinued to decline. The EU inflation rate 
in November 1994 was equal to 3.0% 
- its lowest rate for seven and a half 
years. Compared to data from Oc-
tober 1993, the inflation rate fell by 0.3 
percentage points. Consumer price 
growth in Germany (October 1994) 
was equal to 2.8% (compared to 3.9% 
a year earlier). This pattern of declin-
ing inflation rates was repeated in 
seven more of the Member States. 
French consumer prices were the 
lowest in the EU, provisionally esti-
mated at 1.6% in October 1994. The 
annual rate of inflation in the USA has 
been drifting upwards recently to 
3.0% by September 1994 (though 
data for October showed the rate fal-
ling by 0.4 percentage ρο!π»? »c 2 5% 
annual growth). Japan was one of the 
last economies to enter the recession 
and to recover. There appeared to be 
no pressure on prices, with the infla-
tion rate during the year to September 
1994 at 0.2%. Nevertheless, data for 
November 1994 showed provisional 
estimates at 0.8%. 
Undoubtedly the speed of growth in 
the global economy has been faster 
than most commentators expected. 
Consumer prices 
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The Commission services forecasts 
for the European economy (autumn 
1994) showed output growth in 1994 
equal to 2
1/2%. This growth was ex­
pected to accelerate to 3% during 
1995. German GDP in the third quar­
ter of 1994 rose by an estimated one 
per cent, leading to an aggregate fig­
ure for the first three quarters of 1994 
of 2
1/4% growth. The forecasts of the 
"Five Wise Men", an independent 
group of economists, in mid-Novem­
ber were in line with those of the Com­
mission in predicting that the German 
economy would grow by some three 
per cent in 1995. They forecast that 
growth would be much higher In 
former East Germany, as recovery 
from the low-point of 1992 continued 
apace. They also stated that the Ger­
man recovery would be based on ex­
port-led growth (where annual gains 
of 5.5% were expected). 
In Europe, the recovery seemed to be 
bringing positive news to nearly all 
aspects of the economy. The Com­
mission services foresaw a slight re­
duction in the inflation rate. 
Furthermore, budget deficits were 
forecast to fall, whilst the strong ex­
port performance of the EU was ex­
pected to be consolidated in 1995. 
With export growth slowing to some 
degree, the expectation of economic 
growth was based more on a re­
newed period of rapid expansion in 
investment, which started-in 1994. 
Industrial production continued to 
grow apace in the majority of the EU 
countries. In most cases growth was 
led by the capital and intermediate 
goods industries. Indeed, the latest 
data available showed that the capital 
goods sector was growing at a fast 
Industrial production 
Annual growth rat· (%) 
Consumar prices 
























































































































































rate (up by 1.7% in the third quarter of 
1994 compared to the second quar­
ter). Growth in consumer goods (both 
durable and non-durable) remained 
somewhat weaker. The pace of 
growth in industrial production far 
exceeded that seen during the re­
covery from the recession in the early 
eighties. Nevertheless, the rate of re­
covery was uneven both across 
countries and across industries. 
Whist growth was particularly strong 
in Ireland, Denmark and the United 
Kingdom, it was somewhat weak in 
Portugal and Greece. However, the Commission services 
forecast that there will be a tendency 
towards a convergence in growth, 
such that rates will range between 
2
3/4% and 3
1/4% in 1995 for virtually 
all the Member States. 
Further demand was triggered from 
re-stocking. Growth in private con-
sumption was less spectacular. 
Nevertheless, as consumer confi-
dence gradually improves the 
savings ratio is expected to fall at a 
moderate pace, with private con-
sumption forecast to rise by 2.0% in 
1995. In contrast, there is little pro-
spect of growth in public consump-
tion throughout the Community. 
Conditions in labour markets have im-
proved after unemployment having 
reached 11% in the spring of 1994. 
Forecasts for 1995 anticipated a mod-
erate decline to some 10.4%. Den-
mark, Ireland and the United 
Kingdom are the only countries 
where a considerable reduction in un-
employment is expected. This trend 
was already evident in data for the 
United Kingdom where the unem-
ployment rate fell to 8.7% in October 
1994, the largest decline since Oc-
tober 1988 (however, there were few 
signs of expansion in manufacturing 
jobs). 
With American Interest rates rising 
(the sixth official interest rate rise of 
the year took place on the 15th 
November 1994 - up three-quarters of 
a percentage point), there was pres-
sure on EU rates. The latest rise in the 
USA seemed to be triggered by the 
continued strong growth in the USA 
economy, such as retal sales growth 
of 7.5% (year-on-year) in October 
1994 - and a 6.7% rise In industrial 
production (again an annuallsed rate 
in October 1994). 2. TOTAL INDUSTRY (NACE 1-4) 
- Industrial production up by 6.1% in September 1994 (annual growth rate) 
- Italian production expanding rapidly in the summer of 1994 
- Producer price increases of 1.3% in June 1994 (annual growth rate) 
- Rapid growth in utilization in the investment goods sector (fourth quarter of 1994) 
- UK consumer goods capacity utilization rose by 5.5 percentage points in the fourth quarter of 1994 
- Strong export growth in the major European economies 
11 Total Industry (Nace 1-4) 
Index of production 
1990 - 100 
Total 
Industry 
Growth rata (%) 
Intermediate 
Goods 
Growth rat· (%) 
Capital 
Goods 
Growth rat· (%) 
Consumer 
Durablas: 
Growth rat· (%) 
Consumer 
Non-durables: 







































































































































































































































































































Datato September 1994 showed that 
EU industrial production continued its 
growth observed over the previous 
eight months. The index recorded 
growth of 6.1 % during the third quar­
ter (annual growth rate compared 
with data from the third quarter of 
1993). When looking at the latest data 
avalable a more reliable source for 
viewing the trends in industrial pro­
duction is the three month moving 
average. For the three months to Sep­
tember 1994, compared to the pre­
vious three months (the second 
quarter of 19Θ4)-, the growth rate was 
1.6% (figures being seasonally ad­
justed). 
At a more disaggregated level there 
was growth in the capital goods sec­
tor, where a 1.5% increase in the pro-
ductlon index (third quarter 
compared to the second quarter -
seasonally adjusted data) was re­
corded. Other goods sectors results 
were as follows: intermediate goods 
( + 2.3%>, consumer durables 
( + 1.3%) and consumer non-dura­
bles (+1.3%) - over the same time 
period. 
At a country levet the Member States 
reported quite large differences -
ranging from 4.3% growth in Italy to 
-0.1 % in Denmark (growth rate of the 
last three months data compared with 
the previous three months - sea­
sonally adjusted data). 
Latest data showed that German in­
dustrial output gained momentum 
during September 1994 (after slow 
13 growth In August) - increasing by International comparison showed third quarter) showed that growth 
1.2% in the third quarter compared to that growth had resumed In the Ja- was continuing apace - up by 1.8% 
the second quarter. Likewise, In Spain pártese economy, with the produc- compared to data from the second 
there was a strong upswing in the tion index rising by 1.5% in the third quarter of 1994 (though growth was 
latest data available - September quarter compared to the second somewhat weaker In the Intermediate 
1994 saw growth of 2.4% compared quarter - seasonally adjusted data, goods sector), 
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Producer price index 
1990 = 100 
Total 
Industry 
Growth rate (%) 
Intermediata 
Good* 
Growth rate (%) 
Capital 
Goods 
Growth rate (%) 
Consumer 
Durables 
Growth rate (%) 
Consumer 
Non-durables 







































































































































































































































































































The EU producer prices index 
reached 107.1 In September 1994, an 
increase of 0.5% compared to data 
for August. The annual growth rate 
was equal to 1.7%. 
Producer price increases in the EU 
remained at modest rates. Indeed, for 
Belgium, Denmark and Luxembourg 
the producer price index remained 
below 1990 levels during the summer 
of 1994. Many other Member States 
displayed producer prices less than 
five per cent above the levels of 1990. 
However, In Greece, Spain, Italy and 
the United Kingdom producer prices 
had risen by more than ten per cent 
(when compared to the data for 
1990). 
The latest data available showed that 
the generally weak growth (and at 
times negative rates) in producer 
prices seen in 1992 and 1993 was 
over. Data for the Member States 
showed that only in the Benelux 
countries were producer prices still 
falling - rates of increase were partic­
ularly strong in Spain and Italy (in 
September 1994). 
When looking at producer prices in 
ECU tenus the effects of the shock in 
currency markets at the end of 1992 
have now phased out of the annual 
growth rates. Indeed, since October 
1993, the ECU and national currency 
data have shown very similar trends. 
Nevertheless, in September 1994 the 
EU producer price index (in ECU 
terms) fell slightly when compared to 
the data for August 1994. The annual 
19 growth rate - compared to data from Given the recent weakness of the dol- ducer prices in ECU terms were al-
September 1993 - was up by 0.7%. lar, It was not surprising to see USA most fifty per cent higher than in 1990 
Data for the individual Member States producer prices decline by 5.5% In - however, in national currency they 
showed that the decline in the EU 1993 On ECU terms). The latest data were seen to be falling (at an annual 
index was in part due to reductions for for September 1994 showed a 2.8% rate of 1.8% in 1993), such that the 
Spain and Italy - due to currency reduction compared to data from Index stood at 96.5 in September 
depreciation (in the summer /autumn September 1993. Due to the appre- 1994. 
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Data on capacity utilization was avail­
able to the fourth quarter of 1994 at 
the time of writing this text (figures 
being estimates). The latest data 
showed that capacity utilization rose 
markedly over the second half of 
1994. Nevertheless, It is not thought 
that there will be any capacity short­
ages in the immediate future. If 
capacity constraints were to be en­
countered, they would be most likely 
in the footwear and clothing, paper 
and leather industries (Commission 
services' estimates from "Business 
and Consumer Survey Results"). 
The capacity utilization high reached 
in 1988 was equal to some 85.8% -
although European levels were still 
well below this level (at 81.6%)- they 
were nonetheless well above the re­
cession low of 77.2%. Data showed 
that the industries where utilization 
Capacity utilization 
Total industry: 1994.1V (%) 
100 
rose at the fastest rate were basic levels of utilization in the European 
materials and producer goods. The economy: rising to an estimated 
intermediate goods and consumer 83.0% utilization in the fourth quarter 
goods sectors reported the highest of 1994. 
25 The investment goods sector once 
again reported the lowest levels of 
utilization. Nevertheless, gains seen 
in the investment goods sector were 
quite large - notable growth was seen 
in utilization in the office and data 
processing machinery sector (rising 
to an estimated 90.5% in the third 
quarter of 1994 - compared to 75.6% 
in the third quarter of 1993). 
Whilst the consumer goods sector re-
ported capacity above the eighty per 
cent level for the first time since 1992, 
the gains recorded In the third quarter 
were moderate compared to those In 
the other goods sectors. This trend 
was reversed in the fourth quarter 
when an increase of 2.4 percentage 
points was recorded. Hence, there 
was mixed evidence as to whether the 
recovery was export-led and not 
based on a consumer boom (as seen 
in the late eighties). Otherwise, com-
mentators cited inventory building as 
another reason why the consumer 
goods sector was growing at a mod-
erate pace. Looking at the individual 
Member States there was mixed per-
formance in the fourth quarter of 
1994. Four countries reported declin-
ing utilization rates, they were 
Belgium, Luxembourg, Denmark and 
Portugal. However, large increases in 
utilization were recorded in the United 
Kingdom (up 5.5 percentage points 
on the third quarter), Ireland (+3.8 
percentage points), Spain and 
Greece ( + 2.7 percentage points) 
and Germany, France, Italy and the 
Netherlands (all gaining +1.7 per-
centage points). 
Capacity utilization 





Capital goods: 1994.1V (%) 
Capacity utilization 
Consumer goods: 1994.1V (%) 
26 Total industry (Nace 1-4) 
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Data in the table above is given only 
for extra-EU trade flows. After having 
displayed slow growth during most of 
1993, EU trade indicators have shown 
a fast expansion in recent months. 
The latest data available showed that 
export volume growth was equal to 
13.7%, whilst import volumes were 
growing by nearly eight per cent. 
Value growth was far more restrained 
(export values up by 2.7%, import 
values by 3.3%). 
The major EU economies all reported 
strong export value growth - Ger­
many (4.2%), Italy (3.9%), the United 
Kingdom (3.7%) and France (1.9%). 
This was an encouraging sign as re­
gards the emergence of these econo­
mies from the recession. It should 
also be stressed that the above data 
is only for extra-EU flows. Hence, any 
expansion of intra-Community trade 
(due to increased demand from the 
internal market) would not be cap­
tured by these statistics. For the re­
maining Member States export value 
data was not as encouraging - with 
the exception of Greece (+3.3%) -
Spain, Ireland, the Netherlands and 
Portugal all reported negative trends 
in export values. 
Of the four largest EU economies, 
only Italy failed to report import values 
rising at a rapid pace too. A fast ex­
pansion in import values was also 
seen in Spain, Ireland and BLEU. 
EU tenns of trade remain moderately 
above 1990 levels (at 104.4). How­
ever, the terms of trade fell by 0.5% in 
1993, and continued to fall at this rate 
in 1994. The latest data available re­
ported growth in the ternis of trade for 
only three of the Member States - they 
were Germany, Greece and Italy. 
There were marked reductions for the 
terms of trade in Ireland and Spain. 
Latest information available (from the 
National Statistical Offices) showed 
that the export-led recovery in Europe 
was without doubt continuing. Data 
from France for September 1994 
showed that there was a current ac­
count surplus of 7.7 billion French 
Francs. In the United Kingdom there 
was a marked change In the trend of 
the data, as a trade surplus was re­
ported in the third quarter of 1994 -
this was the first time for any quarter 
in the past eight years that there was 
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29 3. CHEMICAL AND MAN MADE FIBRES (NACE25 + 26) 
- EU output expanded to 306 billion ECU in 1994 
- Large trade surplus likely in 1994 
- Industry characterised by cyclical fluctuations In performance 
- Recovery in 1994 due to increased prices and higher demand 
• Lowering of EU imports from third countries (especially the USA) 
- Restructuring evident in industries where foreign competition was high 
- Company profits soar in the second half of 1994 
- Movement into prescription and healthcare markets by major chemicals firms 
31 3.1. SHORT-TERM INDICATORS 
Chemical and man-made fibres (Nace 25+26) 
Production, prices and capacity utilization 
1990 - 100 
Index of 
Production 
Growth rat· (%) 
Producer 
Prie· index 



























































































































































































One may ask whether the increase in 
prices seen from the start of 1994 in 
the chemicals industry was attribu­
table to temporary constraints on pro-
duction, or whether they reflected 
increased demand. Both factors were 
undoubtedly important - with some 
old plant not being able to respond to 
additional demand, whilst safety 
problems and industrial accidents ac­
counted for further losses in capacity 
over the final months of 1994. For 
example, August and September 
1994 saw a three million tonnes fall in 
naphtha cracking capacity in the USA 
and Italy due to industrial accidents. 
The short-term outlook for the EU 
chemicals industry remained quite 
bright, as newly commissioned plant 
in the USA and Asia would not come 
on-stream until the end of 1995 or 
1996. Furthermore, even when such 
extra capacity was available, it may 
be that the industrial recovery in the 
EU might provide extra demand to 
take up the slack thus induced. Latest 
data on capacity utilization showed 
generally large gains throughout 
1994, at levels well above those seen 
in 1993. Indeed, in the man-made 
fibres industry the rate rose above the 
ninety per cent level (estimated) for 
the last three quarters of 1994. In the 
chemicals sector, whilst capacity util­
ization rose to quite high levels in the 
majority of the northern Member 
States: Italy, Spain, Portugal (and Ire­
land) all reported utilization rates 
below the 75% level in the final quarter 
of 1994. 
Nevertheless, in the medium-term it 
may be expected that higher profits 
wPI lead to greater capital investment 
and further capacity in the EU. 
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37 Chemical industry (Nace 25) 
External trade indicators 
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The data given in the table above is 
for the chemical industry only (unlike 
the other tables in this section, which 
also include the man-made fibres in­
dustry). Data is given only for the 
extra-EU trade flow. 
The chemicals industry external trade 
data reported strong growth in 1994. 
Annual extra-EU export growth 
reached eight per cent (in both value 
and volume terms) in 1993. The latest 
data available showed that there were 
very large increases in export 
volumes in the following countries: 
BLEU, Greece and Ireland - all show­
ing increases of the magnitude of 
twenty per cent or more. Export value 
growth in the four major European 
economies continued to register 
positive growth in 1994 (however, at 
rates lower than those seen in 1993). 
Import volumes were markedly re­
duced in 1993, falling by more than 
eight per cent. They have since re­
covered, showing gains of 5.8%, such 
that the latest index was equal to 
105.7. Import values were growing at 
quite a fast pace - up by 6.6% (follow­
ing annual growth of 7.4% in 1993). 
The most significant increases were 
recorded in Germany, France and Ire­
land (all showing around ten per cent 
growth for the latest data available). 
Only in Portugal was the import value 
index seen to be falling (down by 
4.1% for the latest data available -
after having decreased by one per 
cent during 1993)·. 
The terms of trade index for the 
chemicals sector reported a reduc­
tion of 3.9%, taking it below 1990 
levels. In BLEU, Germany, Spain and 
Ireland the terms of trade were falling 
at an annual rate of more than five per 
cent per annum. 
Portugal, the Netherlands and Den­
mark were the only three countries to 
be able to report favourable gains in 
their terms of trade (for the latest data 
available). Only in Ireland and Italy did 
the latest data available show the 
terms of trade more favourable in the 
chemicals industry than for total in­
dustry (99.1 and 111.2 respectively). 
38 3.2. STRUCTURAL INDICATORS 
The chemical industry is one that has 
historically displayed a cyclical pat­
tern of boom and recession - 1994 
(especially the latter half) may be con­
sidered as a period of extremely 
strong recovery. The cyclical nature 
of development may be attributed to 
the fact that the sector supplies a 
large number of down-stream in­
dustries with chemicals or derivatives 
of chemicals (for example, plastics, 
petrochemicals and pharmaceuti­
cals). For this reason the industry re­
flects to a large extent the general 
economic performance of the in­
dustrial side of the economy. This 
phenomenon may well explain why 
the industry experienced a marked 
recovery during 1994 - as the per­
formance of the EU industrial 
economy improved. Nevertheless, 
the strong recovery seen in the EU 
chemicals sector has been influenced 
by a number of other contributing fac­
tors. These factors led to the EU 
chemicals sector coming out of the 
recession before many other manu­
facturing sectors and included in­
creased prices, increased demand 
(both domestic and international) and 
restricted capacity. Output by the 
chemicals sector reached an esti­
mated 306 billion ECU in 1994 (annual 
growth of over six per cent). 
Prices in the chemicals Industry in 
1994 were particularly high. This was 
due to a lack of capacity for certain 
basic chemical products, and also 
due to increased demand. Many 
analysts believed that price increases 
were at first related to re-stocking as 
firms emerged from the recession -
however, this was merely a short-term 
phenomenon. It is true however 
that the rising prices in the sector, 
seen since the start of 1994, con­
vinced many buyers that the trend of 
rising prices was to continue -
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39 pushing both spot commodity prices, 
and more recently contract prices, 
even higher. At the start of 1994 price 
increases did little to improve profita-
bility, as most large enterprises deal 
with contract pnces fixed in advance. 
However, as commodity spot prices 
rose, contract prices followed, albeit 
with a lag (leading to increased prof-
its). 
At a more disaggregated level, the 
recent surge in price levels brought 
mixed fortunes for chemical pro-
ducers. The large multinational con-
cerns generally benefited from the 
increased prices. However, firms spe-
cialising in products (especially at the 
end of the production process - for 
example, those in the paints and var-
nishes sector) faced much higher 
input costs of basic chemicals, which 
may not have been possible to pass 
through to end clients. 
A further important influence on the 
EU chemicals sector in 1994 was in-
creased demand from the USA and 
Asia. Both these markets grew at a 
very fast pace in 1994 and lacked 
domestic capacity to cater for their 
increased demand. This led to a 
three-fold effect - firstly, domestic 
producers in the USA and Asia con-
centrated on consolidating their 
home markets, re-directing output 
that was in the past exported; sec-
ondly, as imports from the USA and 
Asia were falling, domestic EU pro-
ducers were able to expand their out-
put; and thirdly, the lack of capacity 
in the USA and Asia led to increased 
export opportunities for EU pro-
ducers. 
However, this was not the case for all 
sectors - for example, the textile dyes 
industry faced stiff competition from 
Asian producers, leading to restruc-
Profitability 
Growth rate 1993/1992 (%) 
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40 turing. Two of Germany's "big three" 
chemicals groups (Hoechst and 
Bayer) announced a joint-venture in 
the autumn of 1994, whereby they 
merged their textile dye concerns to-
gether in an attempt to increase prof-
itability and to gain economies of 
scale to compete more successfully 
against foreign competitors. 
Although one may have expected a 
widespread restructuring of the EU 
chemicals industry during the last re-
cession - very little actually took 
place. Despite over-capacity and 
somewhat lower prices there were 
very few plant closures. Indeed, pro-
ducts such as ethylene, propylene 
and styrene all reported their capacity 
levels holding up, despite agree-
ments from the major players to re-
duce capacity by some ten per cent. 
However, the lack of restructuring did 
not prevent the industry from shed-
ding some two hundred thousand 
jobs between 1989 and 1994 (in com-
mon with most other manufacturing 
sectors). 
Looking at more disaggregated data, 
sectors that reported strong perform-
ance during the period 1989 to 1994 
included pharmaceuticals, soaps and 
detergents. The basic chemicals and 
petrochemicals industry reported 
less spectacular growth to 1993 - al-
though 1994 data showed a resur-
gence in performance. The industry 
under the most severe competition 
was undoubtedly the man-made 
fibres industry, where between 1989 
and 1994 output fell by 1.7 billion ECU 
(despite an increase of around 370 
million ECU between 1993 and 1994). 
Company profits in 1994 soared in the 
chemicals sector - for example, ICI's 
profits rose by 59% (compared to a 
year earlier) in the third quarter of 
1994. Likewise, the recently merged 
Dutch firm, Akzo Nobel, reported syn-
ergistic gains contributing to a profit 
increase of 35% (again in the autumn 
of 1994). There were also spectacular 
results from BP Chemicals, DSM and 
Rhône-Poulenc. The phenomenon 
was not restricted to Europe. Indeed, 
Dow Chemical and Du Pont, the two 
largest American groups both re-
ported strong profit growth. 
Nevertheless, in Japan, prices were 
still falling and demand remained 
weak in the first half of 1994. This has 
led to some merger activity in an at-
tempt to pool costs and achieve 
economies of scale - for example, the 
recent merger of Mitsubishi Chemi-
cal. 
During 1994, EU chemicals firms 
showed a large interest in diversifying 
into the healthcare market. Mid-
November saw BASF announcing its 
intention to buy the prescription arm 
of Boots, in an attempt to improve its 
drugs division performance. This ac-
tion marked a continuation of the 
policy adopted by all three of the 
largest German chemicals firms to 
strengthen their position in this 
market. 
41 Chemical and man-made fibres (Nace 25+26) 
Value added, turnover and investment 
Gross 
Value-added 




























































































































































































































95592.5 1837.6 20807.8 
96975.6 1884.021553.5 
97156.7 1892.921254.4 
97173.2 2039.7 19292.4 





















































































































































































































































































































































































Source: Eurostat, DEBA (estimates in bold). 
Turnover: E « Production value. Total investments: Ρ  Investment minus disposals. 
42 Chemical and man-made fibres (Nace 25+26) 

























































































































































































































































































































































































































































































































































































































Source: Eurostat, DEBA (estimates in bold) 











































































































































The chemicals sector of the EU Is able 
to boast a healthy trade surplus. Most 
of the surplus is derived from highly 
specialised production with a greater 
value-added (for example phar­
maceuticals and refined chemicals). 
The only sector reporting a deficit in 
1993 was the man-made fibres in­
dustry (109 million ECU - a consider­
able improvement on the deficit seen 
during the rest of the early nineties). 
The dollar exchange rate is of great 
importance to the industry as many 
basic chemicals prices are quoted in 
dollars - and inputs such as 
petroleum are also priced in dollar 
terms. Despite the strong export per­
formance of the sector, the period 
1989 to 1993 saw a gradual increase 
in the import penetration rate for the 
chemicals industry, rising from 11.9% 
to 13.7%. International comparisons 
showed that both the USA and Japan 
also recorded healthy trade surpluses 
for this industry. 
There were spectacular gains in the 
EU's trading performance in the 
chemicals and man-made fibres in­
dustry in 1993. After recording a trade 
surplus of 13.2 billion ECU in 1992. 
the EU registered a surplus of 23 bil­
lion ECU in 1993. The increase in the 
surplus was due entirely to rising ex­
ports to third countries. Extra-EU ex­
ports rose from 50.1 billion ECU in 
1992 to 59.2 billion ECU in 1993. 
Extra-EU imports remained almost 
constant at 36.2 bPlion ECU in 1993. 
Fundamental to the encouraging 
figures was the German trade surplus 
which was equal to 16.8 billion ECU 
in 1993 (taking trade with the world as 
partner). A group of countries all re­
ported trade surpluses of between 
two and three billion ECU in 1993, 
they were: the Netherlands, BLEU, 
the United Kingdom and Ireland. The 
southern European Member States 
all reported trade deficits for this sec­
tor, most notably Italy (approaching 
seven billon ECU In 1993). 
With annual data only available to 
1993, the extent of the strong per­
formance of EU exports cannot be 
fully appreciated by looking at the 
data provided in the table above. 
However, data that was available for 
the first months of 1994 (extra-EU 
trade flows) showed that the growth 
in exports in 1993 was only the start 
of the phenomenon. Demand from 
the USA and Asia was still seen to 
continue to expand rapidly. Indeed, 
the EU reported a trade surplus of 
some 5.8 billion ECU in the first quar­
ter of 1994. 
At a more disaggregated level (data 
for the first quarter of 1994) it was 
interesting to note that the EU ran 
surpluses with the USA and Japan in 
basic chemicals and petrochemicals, 
whilst operating a deficit with respect 
to China and EFTA The man-made 
fibres sector managed to record a 
surplus with China; whist in the same 
sector there were large deficits with 
Japan and the USA 
44 4. RUBBER AND PLASTICS (NACE48) 
- Plastics sector quite resilient against the recession 
- Tyre demand intrinsically linked to the new cars market 
- Rubber industry dominated by several large multi-national concerns 
- increasing environmental legislation applied to the industry 
- EU terms of trade fell by 1.2% per annum in the first quarter of 1994 
- Capacity utilization equal to 83.3% in the final quarter of 1994 
- 2.1% increase in the production index in September 1994 
- EU producer prices up by only 0.4% in September 1994 
45 4.1. SHORT-TERM INDICATORS 
Rubber and plastics (Nace 48) 
Production, prices and capacity utilization 
1990 = 100 
index of 
Production 
Growth rate (%) 
Producer 
Price index 



























































































































































































The latest data for September 1994 
showed that there was a return in the 
EU to production levels above those 
of 1990, with the index reaching 99.2. 
There was a marked expansion on the 
data from a year before - in Septem­
ber 1993 the EU reported an index of 
92.2. Indeed, atan individual Member 
State level there were large increases 
for all countries (with the exception of 
Greece) to September 1994 - com­
pared to data from a year before (no 
data was available for Benelux or Italy 
for this period). 
EU producer prices rose by a margi­
nal amount in 1993, gaining 0.1% 
during the course of the year. Seven 
of the Member States reported declin­
ing producer prices in 1993 - they 
were the Benelux countries, Den­
mark, Germany, Ireland and France. 
The largest decline was recorded in 
Belgium, where the annual decline 
was equal to 4.0%. There were mod­
erate increases in the remaining 
Member States (with the exception of 
Greece, where the index reached 
143.0). 
Latest data available showed that 
prices continued at much the same 
level up to September 1994 as they 
had done in 1993. The EU index for 
September 1994 stood at 105.1 (com­
pared to a figure of 105.0 in Septem­
ber 1993). However, most countries 
reported price indexes above 1993 
levels - the European figure being 
strongly influenced by the German 
and French data (102.0 and 98.3 in 
September 1994), where prices re­
mained depressed. 
Capacity utilization data for the rub­
ber industry showed that the utiliza­
tion rates were increasing at a rapid 
rate in the sector towards the end of 
1994, rising from a rate of 75.8% in the 
fourth quarter of 1993 to 83.3% in the 
final quarter of 1994 (estimated). 
Nevertheless, there was a decline in 
the rate when compared with the third 
quarter of 1994 (falling by 1.2 percent­
age points). Utilization was particu­
larly high in Germany and 
Luxembourg (both over ninety per 
cent), as well as in Ireland and Den­
mark. 
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50 NACE 480 
AUSSENHANDELSINDIKATOREN EXTERNAL TRADE INDICATORS INDICATEURS COMMERCE EXTERIEUR 
VERÄNOERUNGSRATE GROWTH RATE TAUX DE VARIATION 
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51 Rubber and plastics (Nace 48) 
(External trade indicators 
1990 « 100 
Exports Votum· 
Growth rate (%) 
Valu· 
Growth rat· (%) 
Imports Volum· 
Growth rat· (%) 
Valu· 
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External trade indexes for the extra-
EU trade in the table above show that 
there was a surge in import volumes 
in this sector (rising by eleven per 
cent). This increase was particularly 
noticeable following the annual data 
for 1993, which reported a decline of 
0.4% in the Index. Otherwise, the 
latest data available continued to re-
port similar trends to those that were 
displayed in 1993. For example, im-
port values grew by 3.6% in 1993 - the 
latest data saw the index rising at an 
annual rate of 4.2%. 
As regards exports, the EU volume 
index grew by 8.4% (with particularly 
large gains being registered in the 
southern Member States). Export 
value growth was not as pronounced. 
Indeed, there was growth of 2.2% 
during 1993 · this rate changed very 
little into 1994, with growth of 2.9% 
per annum being reported for the 
latest data available. Export values 
were seen to rising fastest in the four 
largest European economies, with 
the following growth rates: Germany 
(4.8%). France (3.2%), Italy (4.9%) 
and the United Kingdom (3.7%). 
Due to the generally modest growth 
in export values, there was a deteri-
oration in the terms of trade for the 
majority of the Member States. At a 
Community level the terms of trade 
feu by 1.4% in 1993 - this pattern was 
repeated for the start of 1994 (with an 
annual deterioration of 1.2% being re-
corded for the first quarter). 
Indeed, only In Germany, France and 
Italy were terms of trade seen to be 
Increasing in the first quarter of 1994. 
In addition, merely two of the Member 
States were able to report terms of 
trade above the levels seen In 1990 -
they were Germany (101.4) and 
France (103.9) - data for the first quar-
ter of 1994. Large declines in the 
terms of trade were reported in 
Greece, Ireland and Portugal (all 
greater than eight per cent per annum 
in the first quarter of 1994). This led to 
Greek terms of trade falling to 81.6 
(BLEU terms of trade were also below 
ninety) - indexed values, 1990 - 100. 
52 4.2. STRUCTURAL INDICATORS 
The rubber and plastics Industries are 
composed of several distinct sub-
sectors: the manufacture of tyres; the 
manufacture of industrial rubber pro-
ducts; the manufacture of standard 
plastics and the manufacture of tech-
nical plastics. 
Demand for tyre production Is closely 
linked to the development of the au-
tomotive industry. Hence, during the 
recent recession, when consumer 
demand for cars was markedly re-
duced, the tyre sector suffered ac-
cordingly. Demand for plastics is 
related to packaging, building materi-
als, electrical goods, automotive 
components and furniture markets. 
During the early nineties, market 
demand for certain plastics was 
depressed, with prices and margins 
lowered. This was particularly true in 
the case of polymer producers, where 
depressed demand, over capacity 
and increased foreign competition 
led to Increased pressure on 
European producers. Despite lower 
Input prices (due partly to the low oil 
prices seen between 1990 and 1993), 
European plastics producers were 
unable to realise increased profits, as 
they encountered customers expect-
ing higher quality supplies at low 
prices. Hence, both the rubber and 
plastics Industries experienced a pe-
riod of rationalisation during the re-
cession period. This was particularly 
the case for the rubber Industry. 
Indeed, economic activity plays a 
large role in determining demand for 
rubber products. When economic ac-
tivity is high, demand for new cars 
increases and hence the original 
equipment (OE) tyre market expands. 























53 Nevertheless, this market is charac-
terised by having a highly competitive 
nature due to the low number of cus-
tomers (the major car firms). In peri-
ods of recession, the end-customer is 
more likely to keep the same car, 
resulting in a stronger demand for 
retreaded tyres. Nevertheless, 
depressed economic activity also re-
sults In reduced annual mileage (both 
commercially and privately). New 
technology, the pressure from the 
major car manufacturers and en-
vironmental concerns have led to the 
production of far more developed 
tyres, doubling mileage warranties 
over the past few years - leading to 
increased rationalisation. This has 
been made easier due to the fact that 
the sector is dominated by a few 
major multi-national concerns (Amer-
ican, Japanese and European). The 
tyre market was characterised by 
over-capacity, leading to downward 
pressure on prices. This phenome-
non was reinforced by the new plant 
being introduced in south-east Asia 
The remainder of the rubber sector 
(which accounts for around 40% of 
the market) has faced competition In 
recent years from products which 
may be substituted for rubber: such 
as plastics, metals and composites 
that have been developed to cater for 
specific demand. The market offers 
less opportunities in terms of taking 
advantage of economies of scale 
than the tyre market, due to the 
diverse and technical nature of 
demand. This means that competi-
tion is normally not as intense (espe-
cially regarding price). Furthermore, 
the globalised procurement policies 
seen in the tyre sector are not as 
common in the remainder of the rub-
ber sector (as there is a far greater 
need for co-operation and consuit-
Profitability 
Growth rate 1993/1992 (%) 
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54 ation between the customer and sup-
plier). 
In Europe, investment has been con-
centrated on improving production 
techniques and creating more spe-
cialised, high value-added products. 
One of the major concerns of the 
rubber industry is the environmental 
protection legislation. There is pres-
sure regarding recycling, incineration 
and the disposal of scrap tyres. Re-
treaded tyres answered many of the 
complaints the industry faced -
nevertheless, there is a continued ef-
fort to find an ecologically viable 
method of Incinerating tyres. 
As regards the plastics processing 
sector there has also been increased 
competition from south-east Asia and 
Latin America. The industry is closely 
linked to the chemicals industry, with 
many firms vertically integrated from 
the petrochemicals sector through to 
final consumer products that have 
been moulded In plastics. The plas-
tics sector faced less severe prob-
lems from the recession - indeed, it 
was one of the most successful in-
dustries, with output values increas-
ing every year, except 1993. Plastics 
processing encompasses products 
from mass-produced injection 
mouldings to packaging films to auto-
motive components. Hence, demand 
is spread across practically every 
other manufacturing sector as there 
is a capability for almost all sectors to 
use plastics components somewhere 
in their production process. Demand 
therefore ranges from investment 
goods through to finished consumer 
goods. The market may be sub-
divided into five important categories: 
packaging, building components, the 
electrical sector, the transport sector 
and other markets (leisure, toys, gar-
den furniture etc.). With the exception 
of the last group (consumer goods) 
the other markets are components 
used in the production of finished 
products. 
The plastics industry is not dominated 
by a few multinational players. Rather, 
there are a large number of small and 
medium-sized enterprises in this sec-
tor. European producers employ 
highly advanced technology that 
adapts well to the constantly chang-
ing demand of consumer products. 
This is another reason why the sector 
endured the recession better than 
others. In common with the rubber 
sector, the plastics industry also 
faced increased environmental 
legislation. As yet, the industry has 
not fully satisfied its detractors. How-
ever, by limiting packaging and intro-
ducing degradable plastics the sector 
has gone some way to meeting this 
demand. 
The aggregated data on the rubber 
and plastics industry hides the differ-
ent fortunes of these two distinct sec-
tors. The plastics industry increased 
its share of the aggregated output 
over the past decade, such that by 
1994 it was fast approaching eighty 
per cent of production in value. Pro-
duction in value in 1994 stood at 823 
billion ECU compared to 275 billion 
ECU for the rubber sector. Employ-
ment levels in the rubber sector have 
fallen quite dramatically in recent 
years from 358 thousand employees 
In 1989 to only 298 thousand in 1994. 
However, in the plastics sector em-
ployment peaked as late as 1991 (at 
1.14 million) to since fall to 1.05 million 
in 1994. 
Taking both industries together, Ger-
man output was the largest in 1994, 
equal to 37.9 billion ECU. France fol-
lowed (with 20.2 billion ECU) then the 
United Kingdom and Italy. France and 
Italy were more specialised in the rub-
ber sector, whilst Germany and the 
United Kingdom were more special-
ised in the plastics sector. 
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Value added, turnover and investment 
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Source: Eurostat, DEBA (estimates In bold). 
Turnover: E - Production valu·. Total investment Ρ  Investments minus disposais 
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Source: Eurostat, DEBA (estimates In bold) 






















































































































































The rubber and plastics industries 
have faced increasing competition 
from foreign producers. Whilst the im­
port penetration rates of the plastics 
sector Increased slowly over the past 
ten years, the rubber sector showed 
a more dramatic increase in its import 
penetration ratio. Overall, the aggre­
gated figures showed the import 
penetration ratio reaching 9.2% in 
1993. 
International comparison showed the 
USA recording a deficit of some 2.9 
billion ECU in 1992, whilst Japan reg­
istered a 4 billion ECU surplus in 1993. 
The value of imports of plastics of 
products increased far faster than the 
increase in the value of exports. Yet, 
imports from the USA, Japan and 
EFTA countries decreased from the 
mid-eighties through to 1993 - being 
replaced by imports from the emerg­
ing economies of south-east Asia. EU 
producers, although finding it difficult 
to export to third countries, did see 
intra-EU trade growing at a rapid 
pace. Due to the high cost of trans­
porting finished items it was not sur­
prising to see EFTA countries taking 
around 40% of all EU exports. 
In the rubber sector, exports dis­
played a cyclical tendency linked to 
general economic activity: growth in 
the global economy, leading to in­
creased rubber exports. Imports into 
the EU grew at quite a steady pace. 
Japanese imports have grown signif­
icantly in recent years (overtaking 
EFTA as the main importer into the 
EU). Malaysian imports into the EU 
were also seen to be growing rapidly. 
In contrast, the EU failed to export a 
significant amount to Japan - rather, 
EU exports were destined for EFTA, 
the USA and OPEC countries. 
Nevertheless, the industry was able to 
display a trade surplus in 1993 of 3.0 
billion ECU, a marked improvement 
on the 1992 figure. Hence, 1993 
showed a resurgence in EU trading 
performance with a 0.7 billion ECU 
improvement in the surplus. 
In terms of World-EU trade perform­
ance the growth in the Italian surplus, 
witnessed for several years, con­
tinued. The Italian surplus grew to 2.7 
billion ECU in 1993 -just ahead of the 
German surplus, which was equal to 
2.6 billion ECU in 1993. The French 
industry turned a deficit (which had 
reached 506 million ECU in 1990) into 
an 87 million ECU surplus by 1993. 
Deficits were recorded in the Nether­
lands (77 million ECU), the United 
Kingdom (642 million ECU), Ireland 
(119 million ECU), Spain (32 million 
ECU), Portugal (310 million ECU) and 
Greece (414 million ECU). 
At a more disaggregated level the EU 
surplus in the plastics sector was 
equal to 2.2 billion ECU in 1993. The 
rubber sector reported a surplus of 
some 850 million ECU in 1993 (up by 
287 million ECU on the 1992 figure). 
Nevertheless, this hid the fact that in 
the last boom period, the rubber sec­
tor was able to record a surplus of 1.3 
billion ECU (in 1989), which declined 
during the recession to 563 million 
ECU in 1992. 
58 METHODOLOGICAL NOTES 
Industry Classification System 
The industry groupings used in this 
publication are based on the NACE 
classification system. This classifies 
economic activity in terms of the na-
ture of goods and services produced 
or by the nature of the production 
process employed. It is arranged on 
the decimal system and is subdivided 
into divisions (1-digit codes), classes 
(2-digit codes), groups (3-digit 
codes), sub-groups (4-digit codes) 
and items (5-digit codes). More infor-
mation is contained in the General 
Industrial Classification of Economic 
Activities within the European Com-
munity published by Eurostat (1985 
reprint of the 1970 edition). This pub-
lication is available from the usual out-
lets for Community publications. A 
major revision to the NACE classifica-
tion has been incorporated in a Coun-
cil Regulation (OJ L293 24th October 
1990) and will start being used for 
data collection over the next few 
years. 
The broad groups used in Section 1 
of this publication have the following 
definitions in terms of NACE: 
Total industry 
1.2,3,4 
Intermediate goods industries 
1, 211-246, 247, 2474-2476, 2481-
2485, 2488, 2489, 251-256, 26, 311-
313, 3161-3164, 3167-319, 353, 422, 
431-435, 437, 439, 441, 461 -466, 471, 
472,481,483 
Capital goods industries 
314, 315. 32, 33, 341-344, 347, 348, 
352, 361, 362, 364, 365, 371, 372 
Consumer goods industries 
2472, 2473, 2477, 2486, 2487, 257-
259, 3165, 363. 373. 374, 411-421, 
423-429, 436, 438, 442, 45, 467, 473, 
474, 482, 49 
Statistical Sources 
Most of the data in this publication is 
harmonized data supplied to Eurostat 
by Member States. The exceptions 
are: 
1) The capacity utilisation series 
which come from the business sur-
veys carried out on behalf of the 
Directorate General for Economic Af-
fairs of the Commission. 
2) The estimates for the latest 
years'structural data, which are sup-
plied by the DEBA European 
Economic Interest Group. 
3) The OECD has supplied the in-
dices of industrial production for the 
USA and Japan. 
Data sources are indicated for each 
statistical table. 
Every effort has been made to include 
data for all 12 Member States. The 
indices from 1991 onwards are on a 
post-unification basis and include 
East-Germany. However the struc-
tural data is still on a pre-unification 
basis unless otherwise stated. 
Short term indicators 
The index of production measures 
changes in the volume of the gross 
value added created by industry, the 
branch indices being aggregated by 
means of a system of weighting ac-
cording to gross value added (in prin-
ciple, at factor cost). The indices are 
adjusted in two stages; firstly to take 
account of the varying number of 
working days in the month (except for 
Spain and Japan) and secondly by 
seasonal adjustment. The other short 
term indices in this publication are not 
adjusted for working days. 
The index of producer prices shows 
(in the national currency of the Mem-
ber State in question) changes in the 
ex-works selling prices of all products 
sold on the domestic markets of the 
various countries. The Community in-
dices (EUR11, since there are no pro-
ducer price indices for Portugal) refer 
to overall weighted price changes. No 
seasonal adjustment is carried out on 
them. 
For the indices of imports and ex-
ports, external trade data of industrial 
products were grouped according to 
the industrial NACE branch to which 
they belong. The value indices are all 
in ECU terms. The indices for EUR12 
refer only to extra Community trade. 
The indices are seasonally adjusted. 
The capacity utilization series come 
from quarterly European Community 
business surveys, and are not sea-
sonally adjusted. 
The changes which are given in the 
tables for the latest three months on 
the corresponding period of the year 
before, are calculated from non sea-
sonally adjusted series. 
Structural data 
Data for value added at factor cost, 
turnover, investment, labour costs, 
and employment come from annual 
enquiries conducted by Member 
States involving all enterprises with 
59 20 or more employees. The excep­
tions to this are Spain and Portugal 
where the coverage Is for local units 
of all sizes. The employment data re­
lates to persons employed excluding 
home workers. The definitions are 
standardized and so the figures are 
comparable across Industries and 
countries. 
Estimates are not supplied to Euro­
stat by Member States for the smaller 
firms not covered by the enquiries, 
and the figures under-report the ac­
tual values. Where this is particularly 
significant, a note is made in the com­
mentary. 
Gaps in Eurostat's data have been 
filled by estimates supplied by DEBA. 
Thus EU totals often contain esti­
mates for missing countries. 
Data in the structural tables are in 
current ECU unless otherwise stated. 
The productivity measure used is 
based on value added at factor cost 
in 1985 prices per person employed. 
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Nace 1-4: Index of production 
φ = 7/8/9.94: IRL, L = 6/7/8.94, Β = 2/3/4.94 
Growth rate moving average: change in % for three months 
compared with previous three months (seasonally adjusted) 
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Nace 1-4: Producer Price Index 
Φ = 7/8/9.94: Consumer non durables: EUR 12, IRL = 1/2/3.94 
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Growth rate moving average: change in % for three months 
compared with previous three months 
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Producer price index 
Φ = 7/8/9.94 
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